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any Agency requirements specified in 
this subpart. 

(b) Unaudited financial statements. For 
borrowers with a loan balance (prin-
cipal plus interest at year-end) of $1 
million or less, the Agency will require 
annual financial statements which may 
be statements compiled or reviewed by 
an accountant qualified in accordance 
with the publication ‘‘Standards for 
Audit of Governmental Organizations, 
Programs, Activities and Functions’’ 
instead of audited financial state-
ments. 

(c) Internal financial statements. The 
Agency may require submission of fi-
nancial statements prepared by the 
borrower at whatever frequency is de-
termined necessary to adequately mon-
itor the loan. Quarterly financial state-
ments will be required on new business 
enterprises or those needing close mon-
itoring. 

(d) Minimum requirements. This sec-
tion sets out minimum requirements 
for audited and unaudited financial 
statements to be submitted to the 
Agency. If specific circumstances war-
rant, the Agency may require audited 
financial statements or independent 
unaudited financial statements in ex-
cess of the minimum requirements. For 
example, loans that depend heavily on 
inventory and accounts receivable for 
collateral will normally be audited, re-
gardless of the size of the loan. Nothing 
in this section shall be considered an 
impediment to the lender requiring fi-
nancial statements more frequently 
than required by the Agency or requir-
ing audited financial statements when 
the Agency would accept unaudited fi-
nancial statements. 

(e) Public bodies and nonprofit corpora-
tions. Notwithstanding other provisions 
of this section, any public body or non-
profit corporation that receives a guar-
antee of a loan that meets the thresh-
olds established by OMB Circular A–128 
or A–133 for coverage under such cir-
cular, must provide an audit in accord-
ance with the applicable OMB Circular 
A–128 or A–133 for the fiscal year of the 
borrower in which the Loan Note Guar-
antee is issued. If the loan is for devel-
opment or purchases made in a pre-
vious fiscal year through interim fi-
nancing, an audit, in accordance with 
the applicable circular, will also be 

provided for the fiscal year in which 
the development or purchases occurred. 
Any audit provided by a public body or 
nonprofit corporation in compliance 
with OMB Circular A–128 or A–133 will 
be considered adequate to meet the re-
quirements of this section for that 
year. OMB Circulars are available from 
the Office of Management and Budget, 
EOP Publications Office, 725 17th 
Street, NW., Room 2200, New Executive 
Office Building, Washington, DC 20503. 

[61 FR 18494, Apr. 26, 1996] 

§§ 1980.446–1980.450 [Reserved] 

§ 1980.451 Filing and processing appli-
cations. 

(a) Borrowers’ and lenders’ contact. 
Borrowers and lenders desiring FmHA 
or its successor agency under Public 
Law 103–354 assistance as provided in 
this subpart may file preapplications 
or applications with the County Super-
visor or District Director servicing the 
area in which the project is to be lo-
cated. In either case, the requirements 
of § 1980.46 of Subpart A of this part 
must be met. The County Supervisor or 
District Director receiving the request 
for assistance will promptly notify the 
State Director of the nature and facts 
of the request. The FmHA or its suc-
cessor agency under Public Law 103–354 
State Director will promptly arrange 
an early meeting with the borrower 
and lender representatives to discuss 
assembly, preparation and processing 
of preapplications and applications. 
The State Director may call upon the 
County Supervisor and District Direc-
tor to assist the State Office in any 
way necessary. 

(b) Applications from cooperatives. Bor-
rowers eligible for loans from the Bank 
for Cooperatives will be encouraged to 
obtain guaranteed loans from that 
source since the Bank for Cooperatives 
is experienced in making and servicing 
such loans and can provide substantial 
counsel to the applicant. Applications 
must be submitted to the Bank for Co-
operatives as a test for credit else-
where when an insured loan is being 
considered. (See FmHA or its successor 
agency under Public Law 103–354 In-
struction 2000–Q available in any 
FmHA or its successor agency under 
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